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ABSTRACT 



Before the mid^1960's the Federal role in health care 



was extremely limited^ but technological breakthroughs^ the new 
importance of hospitals^ and the recognition that the poor and 
elderly have been underserved prompted Congress to pass the Medicare 
and Medicaid package in 1966, Since then the Federal share of the 
health care dollar has risen by more than 60 percent. Soaring 
hospital costs resulted from disconnect-ed and overlapping delivery 
systems and the tendency of the legislation to bias coverage toward 
inpatient care. The Health Maintenance Organization (HMOJ .hill 
provides a more balanced approach with a variety of services, 
outpatient care, and special facilities for a flat yearly fee. Since 
private health insurance is unprofitable, consideration is being 
given to a national insurance program to provide effective 
coordination between organized modes of health care delivery. It 
would consist of two segments — the larger paid by workers and 
employers and the smaller subsidized by the government to aid the 
poor, A carefully considered plan must be pressed to completion and 
promptly considered in Congress, (MS) 
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I MJJST ADMIT I APPROACH MY TOPIC WITH SOME AWE THIS EVENIMG. ThE 
POLITICS OF HEALTH CARE IS NO SMALL SUBJECT. It TOUCHES ALL OF US AMD 

it carries with it today profoumd implications for the future shape of 
our healt}^ care delivery systhi as vell as the likelihood of massive 
federal fu^ding to meet the costly health care needs of millions of. 
Americat-js. 

It is interesting to NOTE^ HOVEVER^ TFIAT PRESEMT prospects IN 
THIS AREA AT© TODAY's LEGISLATIVE GOALS VERE HARDLY DISCUSSED C^JLY 
A DECADE AGO. BEFORE THE MID-1950' S THE FEDERAL ROLE IN HEALTH CARE WAS 
EXTRB'ELY LIMITED^ NO COMPREHE^JSIVE HEALTH CARE LEGISLATION HAD BEBi 
ENACTED^ AND DEBATE IN CqNGRESS FOCUSED NOT ON SPECIFIC PROPOSALS BUT ON 
GENERAL Tl-IEORIES AND PRINCIPLES V/HICH WERE STILL UNSETTLED. StATES' 
RIGHTS ADVOCATES AND THE AfCRlCAN flEDICAL ASSOCIATION ADAMANTLY OPPOSED 
ANY FEDERAL INTERVENTION IN Vmr THEY CALLED THE LOCAL Da'lAIN WHILE 

Mb'^ Deal liberals vere TEtrrATiVELY voicing a new inalienable right for- 
American cn izeis^ "the right to health." 

In looking back^ I cm'i help observing a single contrast bet,'Een 

THE PRESBJT — this EVENING IN PARTICULAR — AND ThE RECENT PAST V/HICH 
I HAVE JUST DESCRIBED. As LATE AS 1960 THERE WST HAVE BEEN VERY FBI 
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Umited States comgressiMBN expressing their views om the politics of 

HE-ALTM CARE BEFORE GROUPS OF STUDCrT NURSES. In SPITE OF THE LA.CK OF 
HISTORICAL PRECEOejT^ I PROPOSE TO EXPLORE TONIGHT A MUTTER OF ISSUES 
WICH PROBABLY CONCERN YOU MOST DIRECTLY — RECB-.T HEALTH CARE LEGIS- 
LATION^ ITS EFFECTS OM HEALTH CARE DELIVERY, CURRENT PROPOSALS, AND I'/HAT 
WE CAN EXPECT IN THE. WAY OF FLfTURE LEGISLATIVE ACTION. 

1965 WAS A LWJDMARK YEAR FOR HEALTH LEGISLATION. A NUf'BER OF If'POR- 
TA'^rr TECmOLOGICAL, SOCIAL AND POLITICAL PRESSURES HC^^.WUrrTED AND CON- 
VERGED, PROMPTING PASSAGE IN Cct^lGRESS OF THE VOST ir',PORTANT PIECE OF 
FEDERAL HEALTH LEGISLATION IN TliE NATION'S HISTORY — TIHE MEDICARE AND 
fiFDICAID PACK.AGE. ThE FOUNDATIONS OF ACCEPTED NEDICy^L PRACTICE HAD 
BEEN DRASTICALLY CHANGED BY TECINOLOGICAL BREAI-CTHROUGHS . As LABORATORY 
TESTS, X-f?AYS, AND ELECTROCAR.OIOGRAPHS GAINED INCREASING USE, THE 
■ practitioner's black bag, STETHOSCOPE A'lD EPSOM SALTS EEC/V'IE f'^ERELY 
THE FIRST LINE OF MEDICAL DEFEf^SE. rIoSPITALS TOOK ON A HE*,'/ IMPORTANCE 
IN n'EALTH CARE DELIVERY AND THEIR INCREASINGLY EFFECTIVE BUT COSTLY 
SERVICES WERE SOUGHT BY VDRE OF T^HE SICK THAN Pv'ER, 

At the SAME TIME, AN AV/ARENESS HAD D?/ELOPED AKONG AMERICANS T?WT 
T.VO GROUPS, THE POOR AND THE ELDERLY, V/ERE BEIN'G TRAGICALLY UNDERSER^/ED. 

By TliE niD-l'j'SO's, these dp^/elopments coai_esced v;ith politio\l events 

WITH the BEGIf^lNIMG OF THE f'OV&'ENT TCVIARD PRESIDENT JoHNSON's "GrEAT 
SoCIETt'"" I£GISU\TI0N, ThUS, the SCENE WAS SET FOR ENACTT'ENT OF SWEEPING 
SOCIAL PROGPA'IS, 

The legislative result in the HE;\LTrl ARENA Vi'AS f'lEDlCARE AliD r-',EDICAID 
V.'^ilCi PROVIDED VOLUNTARY tlEALTH INSUPAiCE FOR THE AGED UNDER SOCIAL 
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SeCURITY and EXTB€)ED federal health B3EFITS TO THE INDIGErn. SUPPORTCRS 
OF THIS PROGRAT'l CLAIMED THEY HAD ACHIEVED "a GIA^iT STRIDE FOR'/iARD" V/HILE, 
OPPONEhlTS FEARED ITS INFLATIONARY EFFECTS UPOfJ THE HEALTH CARE INDUSTRY. 
BoTrl SIDES AGREED, HOV/E/ER, THAT T}€ ENACTT'ErrT OF [MEDICARE Ar©*MEDICAID 
REPRESB-]TED m IRREVOCABt_E Ca-rllTr-eTT FOR THE FEDER./M_ GOVERNMENT IN THE 
FINANCING OF INDIVIDUAL HEALTH CARE' EXPEfffilTURES. 

Over a three year period, frqm 1955 to 1969, ttie federal share of 

THE health care DOLLAR ROSE BY MORE THA^J 60 PERCErJT. BEFORE LONG IT BECAT'E 

clear that the federal governfcnt had taken m a financial responsibility 
of trefcr^ous proportions vmich would only grow as thle overall population 
e<panded ai^d as ■ unprecedented defwld for fdre and better services incre/vsed. 
Distressing for the nation's health care comsumers and surprising for those 
early enthusiasts of medicare and medicaid legislation vias the unforeseen 
result vihich persists as tie most pressing healtircare problem today: 

SOA RING HOSPIT ALS COSTS. As flANY MID-60' S CRITICS VIAD PREDICTED, MASSIVE 

inflationary pressures closed in on the health care industry. 

Although sophisticated new eouipme'tt, necessary vjage increases for 
underpaid (medical personnel, a'-id gener;\l economic inflation accoui^fted for 
some of the overall price rise in the hbalth care sector, hospital costs 
experienced the biggest increase — a jl'mp v.higi could not be explained 

BY THESE FACTORS ALONE. It SOON BECAiME EVID&NT THAT DEFICIENCIES IN THE 
DESIGf-l OF MEDICARE AND MEDICAID LEGISLATION VERE PLAYING A MAJOR ROLE 
IN FORCING THE UPWARD SPIRAL OF HOSPITAL PRICES. 

Vi'lTH SUBSIDIZED MEDICAL PAYMENTS FOR THE AGED AND POOR, MEDICARE 
AO MEDICAID HAD INTRODUCED VHDLE N3^ SEGMENTS OF THE POPUUTION TO A 
HPALTH D\RE DELIVERY SYSTEM \^ICH WAS TOTALLY UNPREPAJRED TO I-LATIBLB THE 
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N5^/ LOAD. Badly in need of rational restructuring, the^. disconnected mi) 

OVERLAPPING SYSTEM OF SEPARATE, U\BO,rlATORY FACILITIES, Ca-IPETING FiOSPlTALS, 
and ISOLATED PRIVATE PRACTICES VERE UNABLE TO f-\EET TFlE~REW DErWffiS miCH ' 
MEDICARE AMD T'lEDICAID PATIBITS PU\CED UPON TH3'1. 

I VDULD LIKE TO BRIEFLY DESCRIBE A FB7 OF THE. COMPLEX PROBLB-IS ' 
ASSOCIATED VilTH AN UNSTRUCTURED DELIVERY SYSTB-I VMICH HA'-IPERED EFFICIENT 
PERFORi'WJCE. VlH&N SEPARATE AND DISCONNECTED HEALThl FACILITIES EXIST 
V7ITHIN OME Ca-kMUNITY, PATIENTS ARE OFTEN REFER?£D WITHOUT ADEQUATE COf^ 

MUNicATioiN. Professional efforts are therefore needlessly duplicated, 

U?30RAT0RY TESTS REPEATED, AT© THE PATLLTT HOPELESSLY CONFUSED BY INCON- 
SISTENT mn IMFERSON^i. CARE, ib/l THAT rZTROPOLITAJ-J HOSPITALS cm PASS 
ON f'UVNY OF THEIR COSTS TO THE FEDERAL G0VERN;"£NT OR PRIVATE INSURANCE 
COMPATilES,- THEY FREQUEflTLY INW.ST IN UNNECESSARY EQUIPI-'ENT ALREAJDY 
AVAIL'VBLE AT NEIGHBORING HOSPITALS. FINALLY, SIN'CE HOSPITAL COSTS 
FLWE LITTLE DIRECT IMPACT ON PARTICIPANTS IN THE NB'i HEALTH CARE RELA- 
TIONSHIP^ PATIENTS ViHO NEED MOT PAY FROM TflEIR G'-'N POCKETS FAY BE PROVIDED 
WITH H^RGINAL '"ERVICES OF DUBIOUS VALUE. CaRE IS Ti^US DIVINED FROM OTHER 
PATIENTS IN GREATER NEED. 

ANOThiER OVERSIGHT ni THE ORIGINAL f--£DICARE AND MEDICAID LEGISUVTION 
FURTHER EXACERBATED DEfiAMDS FOR HOSPITAL SERVICES. COVERAGE WAS BIASED 
TOViAPi) INPATIENT HOSPITAL CARE, SiNCE LITfLE OR NO SUBSIDIES V.tRE PRO- 
VIDED FOR OUTPATIENT OR AJ'EUU^TORY SERVICES. fWiY [-•.ORE PATIENTS, VfHETHER 
OR NOT THEY rJEEDED 2'{-H0UR CARE, WERE FUNN'ELLED If^TO ALREADY OVERLO-^y^ED' 
HOSPITALS. 



These unfortunate DEVELOPfCNTs not only escalated hospital costs 

BiJT they imperilled THE VERY GOAL THAT MEDICARE AND MEDICAID PROGR/V^ 
HAD SET OUT TO ACHIEVE. FoR THE FACT RET-IAINED THAT f-lANY OF THE .POOR 
ATJD THE ELDERLY VERE STILL BEING DENIED ADEQUATE CAJRE. 

As these PR03LB-1S SURFACED, A CRISIS ATi'lOSPHERE DEVELOPlD IN toGRESS. 
A VARIET / OF EXPBJSIVE AND LOUDLY ACCLAIMED PROPOSALS FOR RIGHTING THE 
BALANCE VERE AIRED BY THOSE VW sm ONLY THE APPARENT PROBLH'I — A 
SEVERE SHORTAGE OF HEALTH CARE RESOURCES. ALTHOUGH THE TIME WAS RIPE FOR 
SERIOUS CONSIDERATION OF THE FU^roAf■ENTAL ISSUES, HB1 LEGISLATIVE ACTION 
ADDRESSED ITSELF TO STOP-GAP MEASURES, A SHORING HP OF THE LABOR FORCE 
mD THE CONTRUCTION OF mi HOSPITALS. CONGRESS CHOSE TO APPROPRIATE 
r^lIES FOR EXPANDING AND INCREASING THE TRAINING PROGR.A,MS FOR HOSPITAL 
STAFF ~ NURSES, DOCTORS AND TEaiNICIAiNS — AS VELL AS FOR ASSISTATiCE 
TO STATES IN' CONSTRUCTING NBV HOSPITALS. WhILE THIS CERTAINLY HELPED 
^EET PRESSING SHORTAGES, ATTENTION H'^D BEEN DIVERTED FRQM BASIC REFORM, 
AND THE TOO STUBBORN PR03LB1S RB'IAINED: HOSPITAL COSTS ROSE EVEN HIGHER 
Arm THE INEFFICIETfT DELIVERY SYSTB'l CONTINUED TO LOAD MORE BBmB ON 
HOSPITALS. 

The PERSISTENCE OF THESE PROBLB'IS HELPED TO CREATE A NPW AWARENESS 
OF THE VALUE OF A BALANCED APPROACH, TO HEALTH CARE LEGISLATION. ThIS HAS 
BEEN REFLECTED IN THE LEGISLATION SINCE INTRODUCED IN COMGRESS. 

QvlE IMPORTATrr EXAP'PLE IS THE HEALTH MAINTENANCE OrGAT^IZATION (ll''0) 

BILL WHICH PASSED THE HoUSE TWO MiOMTHS AGO. It PROVIDES FEDERAL Rj^!DIllG 

FOR A NUMBER OF PREPAID GROUP HEALTH PLANS, FALLING U^DER THE CATEGORY 

OF THE POPULAR TERM, Hi'D's. ThE ATTRACTIVE FEATURES OF Hi'D's ARE WELL" 

ai^'OVi^l. A VARIETY 0F^ SERVICES, OUTPATIENT CARE, A NUMBER OF MiEDICAL SPECIAL- 
ERIC 
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" TIES^ HOSPITAL CETJTERS^ ATJD !J\BOR.ATORY FACILITIES ARE GROUPED INTO A 
SINGLE ORGANIZATiaM i^ICH CHARGES INDIVIDUAL PATIBfTS A FLAT YEARLY 
f'EMBERSHIP FEE. Hl'D ADVOCATES MAirfTAIN ThlAT THIS ANNUAL PAY^E^^IT SYSTEM 
ATD THE CGT-I^/eilENT STRUCTURE OF HiD'S ENCOURAGE COST CONTROL AND PROf'lOTE 
PREVBiriVE CARE, ■ 

The Group Health 0RGA^JIZATION^ a plan for federal employees in 
Vi'ashingtgn^ drb'I a graphic picture of ThE potential benefits of HfD's 
in testimony before Congress. In a hypothetical situation^ a patient 

WOULD pay the Hi'-IO to which he BELa^GS a ^X)^rTHLY PRB'IIUM Tl-iAT COVERS A 

broad range of ser\'ices without limits on costs OR duration. If the 

PATIENT develops SD/ERE' LEG PAINS^ FOR EX/V-1PLE^ HE 'WOULD FIRST 60 TO 
HIS iliD MEDICAL CB>jTER FOR AN APPOI'MTFENT WITH HIS DOCTOR^ Of>!E OF SB/ERAL 
STAFF INTERNISTS. [llS DOCTOR^ SUSPECTING PERHAPS AN INFLAMED SPINAL 
DISC (I HOPE THIS AUDIENCE VIILL EXCUSE AiNY FAULTY DIAGNOSES I MIGHT 
MAKE ALONG THE WAY HERE.) j HE REFERS THE PATIENT TO AN ORTHOPEDIC 
SURGEON ON THE STAFF. ThE SURGEQM ViOULD THEN PLH" HIM IN A LOCAL HOSPI- 
TAL FOR TRACTION TO TRY TO RELIEVE THE INFLAi'-mTION. L'NDER THIS SCENARIO^ 

the treatment does not work and the patient is then referred to a staff 
neuro-surgeon. The neuro-surgeon^ after making some laboratory tests^ 

RECG"^/1EmS surgery TO REf'lO^/E WHAT HE HAS DIAGNOSED AS A RUPTURED DISC. ' 

After the operation a^^d several sessions with the IFO's physical thePvA- 

PIST^ the patient hopefully recovers COiMPLETELY. 

Without H"fl coverage^ our hypothetical patient might get sepaxrath 
bills frqm several doctors or surgeons, the hospital^ a physical therapist 

AT® a Ij=BORATORY DEPART^E^rT. HiS PRIVATE HEALTH INSURANCE MIGHT COWR ALL, 

ERIC 
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PART OR NONE OF '•mE BILLS DEPENDING ON HIS POLICY, I'mDER A LIBERAL Hi lJ 
COv'EPvAGE PLAN, KIOVMR, TIE \VQ \'WLD PICK UP W.E BiTIRE COST OF HIS 
ILbNESS. 

SUCII HYPOTHETICAL SUCCESS STORIES ABOUNDED VfHEN THE ORIGINAL Hi'D BILL 
V/AS INTRODUCED. ThIS BILL WOULD [{AWE C0;MITTED THE FEDEPj\L GOVERNMENT 
* TO THE FULL-SCALE DEVELOPMENT OF A NATIONWIDE \¥0 PROGRAM WITH msSIVE 
FEDEP.AL FUNDING AND AN EMPHASIS ON L/.RGE, CaiPLEX ORGANIZATIONS. Ho/e/ER, 

Tins TIME Congress, chastened by its experience v/iph fiEDitARE^ looked 

BEFORE IT leaped. • 

Aso'jr SOvT "Hi'iO-rr'PE group practice organizations are alreajdy in exist- 

BICE. SoriE ARB LINi<ED TO B-IPLOYEE-EMPLOYER COST-SHARiriG PLAINS, OTHERS TO 
PRIVATE inSUPANCE COMPANIES AND YET OTHERS ARE ASSISTED BY FEDERAL FU;SS. 

Despite the often repeated claims that IFD's PRa'.oiE efficiency and 

REDUCE OVER-lfl'ILIZATIOiN OF SERVICES, CRITICS POINTED OUT THAT THE STATIS- 
TICS USED TO SUPPORT T icSE CLMi'lS DO isOT ACCOUNT FOR SERVICES PROVIDED 
C'JrSIDE OF THE YeT SOME SURVEYS SHOW THAT U? TO 40 PERCENT OF PHYSI" 

CL'-^N SERVICES OSED BY lii'D ENROLLEES ARE OBTAKiED OUTSIDE OF THE PL■^N, 

Critics also maintain Ti-vr 'li'D's iw actually resulf in a serious 

F^EiTJCTiON IN T'm'E QUALITY OF ('■ILTllQVL CARE. ThEY POINT OlfT THAT DOCTORS 
ilVi' ACTUALLY BE ENCOURAGED TO REDUCE TI;',E SPENT ON EACH PATIENT I'm 
OR^'vV-HZATIONS i-'AY SEEK TO l^-VXIillZE Pf^OFITS BY EXPAIiDING ENROLU-F.NT 

i 

BEVOiD THE K'D' S CAPACITY, EXPERIENCE IN GrEAT PjRITAIN, liOLLAND A^ND WITHIN 

HE ilNiTED States in sa-E or tie larger pla'js, ln^.e the [aiser group in 
California, provioe cofiviNciNG EVjreicE or tie D/Vigers to ouality care. 
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In FACT> T\\E serious difficulties faced by HrO STYLE PLANS HAVE BEEN 
VOICED FROM UNEXPECTED QUARTERS. Dr. SID.NEY G/vRFIEUD, THE FOU.'JDER OF "mE 
KaISER-PeRi^WITE GROUP^ V^VIICH HAS BEEN PRAISED AS THE FOST EFFECTIVE fil't] 
EXPERIf iBTT^ OBSERVED RECEiYfLY THAT THE ELIMINATION OF OOT-OF-POCKET EXPENSES 
MAY CREATEU^iREASONABLE DB'WS VMICH IS IMPOSSIBLE TO ADEQUATELY SERVICE. 
In DESCRIBING THE f(AISER EXPERIENCE, HE NOTED THAT "aN UNCONTROLLED FLOOD 
OF V/ELL. WORRIED-'WELL, EARLY-SICK, AND SICK PEOPLE" CONVERGED UPON THE 

irrrAKE poirrr — the doctor's office, All vere tt^eated on a first- 

CCME, FIRST-SERVED BASIS WJ HAD LITTLE RELATION TO PRIORITY OF NEED. 

In LIG^fT OF THIS WARNING AND EVIiJENCE OF MIXED SUCCESS, TTIIS YEAP's 
WO BILL SEB-IS TO ME A PRAGMATIC AND PRUDENT APPROACH. INSTEAD OF LOCKir^G 
US INTO A NATION-VJIDE NETWORK OF LARGE-SC^^LE HF.O's AS THE ORIGINAL _PLr,M 
PROPOSED, T>€ BILL ViHICH PASSED WITH SUPPORT FROiM THE ACfllNISTPj^TION WOULD 
BUILD ON A VARIETY OF GROUP PRACTICE AND 'li'O-STYLE OPEPvATIONS TO DEVELOP 
Ai'^D TEST "n-IE !f,0 CONCEPT. i!S«', V^HICH WILL SUPERVISE THE PROGPJ\,M, H.^S 
ALREADY DONE SOME EXPERIME^^'I^iG V/ITH ALTERNATE MODES OF HEALT}^ C/\RE DELIVERY 
A^ID SHOULD THEREFORE BE .^[^ TO DESIGil Iff] STUDIES WITH ADEQUATE CO;JTROLS 
AND CCMPREH' oIVE DATA. 

This first sitip is a vital one for f^:■iOTl-!ER reason, too — refining 

PuND Ii'PROVING the ORIGINAL CONCEPT Th!R0UGH ':DNTR0LLED EXPERIMErfTATICN MAY 
WELL PRO^/E TO BE TilE KEY TO ITS SUCCESS, ilo ONE IS READY TO SCRAP OUR 
ENTLIE health CARE SYSTS'l, \','HIC|] IS DIVERSE AND LOCAL IN CHARACTER, FOR 
OiNE i'DDE OF DELIVE.RY, ESPECIAU-Y AjN UNPR0\EN ONE. So WE MUST WORK WITH 
WHAT WE HAVE AND C/\REFULLY IIITEGPj^TE WITHIN'- IT MEW METHODS OF DELIVERY 
V.rilCH VfILL NOT PROVE DISRUPTIVE IM TrIE LONG-RUN. 
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Although the IrlO concept attacks health care Bom-mm sides — 

FiriANClMG A'lP DELIVERY — FEVi EXPECT IT fO STAT© ALOrJE-NOW OR. IH THE ■ - 
FUTURE. High costs, though STBfm V/ILL never be LOW AGAIN Arm PRIVATE 

I f'S'l^iii HESITATE TO EXTEND THEIR COVERAGE TO f-EDICAL EXPENSES V\'HICH 

if 

BURDEN CONSUMERS roST SEVERELY RIGHT NOW. So THERE ARE OTHER T'lECESSARY 
MEASURES AV/AITirJG CONGRESSIONAL ACTION. PlANS FOR CATASTROPHIC ILLNESS 
INSURANCE ARE NOW PETTING IN THE HoUSE MD SEiNATE. ThESE PROPOSALS ARE 
DESIGNED TO MEET THE NEEDS OF THOSE vW SUFFER FRQM LOOPHOLES IN PRIVATE 
INSURANCE COVERAGE^ MIDDLE-INCaiE PATIQITS WITH PROTRACTED ILLT^ESSES. 

These PATIE^rTs are au-iost cqmpletely covered for the costs of the first' 

FBV HOSPITAL DAYS^ BUT VMEH THEIIR HOSPITAL STAY EXTENDS BEYOND DAYS TO 
VEEKS AND f'WirHS^ PRIVATE HEALTTI INSURANCE COVERAGE OTOi BffvEAKS BO'aTJ 

and sometimes^ as a result^ patients face the possibility of bankruptcy. 
Other factors ^ke this probl£m impossible to handle withim the 

CURREiTT system OF PRIVATE FINANCING. HEALTH INSURANCE CQ-IPAMIES ARE 
U^.VILLING TO COVER THE VIRTUALLY UNLIMITED TiOSPITAL STAYS ASSOCIATED 
VIIT>I CATASTROPHIC ILU^ESSES FOR GOOD REASONS OF THEIR Om. ThEY TOO 
C0UU3 BE BACKRUPTED BY THE FINAT^ICIAL BURDEN. CaTTPARY TO POPULAR BELIEF^ 
HEALTH INSURANCE IS AM UNPROFITABl£ BUSINESS, II] 1359^ PRIVATE HEALTH 
INSUPJ\iNCE SHOWED A NET UNDERl>/RITING LOSS OF 3.7 PERCErTT. PROFITS FROiM 
OTHER FOaMS OF INSURANCE HAD TO BE DPvA'a'TJ UPON TO FINANCE HEALTH INSURATICE 
CLAIMS. 

Congress, has therefore begutj to consider the possibility of filling 

THIS GAP WITH A FEDERAL INSURANCE PROGRAT'l. ThE HoUSE BILL IS A CATAS- 
TROPHIC COVERAGE PLAN V/HICH WOULD ESTABIiISH A PROGRAM OF VOLUNTARY PRIVATE 



HEALTH IDSURANCE ALLOWING FEDERAL FUrDS FOR f'EDICAL EXPENSES ABOVE A CERTAIN 

PER-PATIBNT LIMIT. ThE SeNATE APPROACH USED THE f ZJlCARE PROGRA''! AS ITS 

FUNDING VEHICLE BUT BASICALLY SHARES T-IE SAME GOAi. OF DEFRAYHJG EXORBITAIvlT 

LONG-TERM EXPB-ISES. 

A MORE ca'lPREHENSIVE APPROACH VMICH VWU) LINK FINA'^JCING WITH CONTROLS 

AND INCENT^/ES IS CONTAINED IN SEVER,^\L DIFFERENT NATIONAL HEALTH :N?.RAMCE 

rS'LA-NS VMICH ARE ALSO RECEIVING ATTENTION IN CONGRESS. 'CONGRESS IS AGAIN 

POSED WITH THE PROBLBl OF SORTHJG THROUGH V.HOLESALE, rtlGH-RISK APPROACHES 

/'uND DESIGNING INSTEAD EXPERIMENTAL ME/vSURES. It IS EXPECIALLY VITAL TTIA 

ATiY Ca-IPREHENSIVE, FINANCING MEChlAiNISf^. EE CLOSELY EX'vlinED IN PRACTICE 
i 

BEFORE B^AFK UPON A COURSE WITH FORESEEN CONSEQUENCES. ThE EFFECTS 
OF PRESENT FINANCING PRACTICES — i-.ELICARE^ riEDICAID AND PRIVATE HEALTH 
INSUPATICE ~ HAVE BY MO MEANS BEEfi ^JjEQUATELY EXPLAINED^ BUT V/E DO ]Qnl' 
THAT UNCONTROLLED THIRD-PARTY PAri€MTS HAVE H'-JJ SERIOUS INFLATIONARY 
RESULTS IN THE HEALT! CARE SECTOR. 

ThUS^ NATIONA. health insurance PLA^JS MUST AVOID OLD PITFALLS 
T-IROUGH EFFECTIVE COORDINATION VlllH ORGANIZED' i'DDES OF HEALT-I CARE DELIVERY 
AiND A SET OF ADEQUATE ECONG'lIC CONTROLS AND IMCE^mWS, QjE APPROACH 
TO NATIONAL HEALT}i INSURAjNCE 13 CURRBITLY UN'QER STlfDY BY THE ADMINISTRATION, 

Tie llEPARTr''£NT of^ Health, Education a-id ';'elfare mas just cgmpleted a revi- 
sion OF THE original ADMINISTRATION PROPOSAL VMICH APPEARED TO HAVE SCflE 
serious DEFICIENCIES AITO U^^RGE GAPS LAST YEAR WHEN IT WAS DISCUSSED ON 

Capitol Mill. The new version has been s'jbmitted to the V'hite House bv ' 

HSl for approval and CHA^MGES. ALThiOiJGH TIE HoUoE WaYS A^fD NeANS COi^'MITTEE 
EXPECTED T€ fe-lINISTRATION TO PROVIDE W£ CO'-'MITTEE WITH THE PROPOSED PL/mN 
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BEFr^.E T-E END Or 1J\ST KO:ffH^ IT IS MOW APPARCJT THAT TME ADiMINISTT^ATIOM 
-.'ILL r;ELA\ SEriDING IT TO THE COr-V'^ITTEE PEDDIMG R TIER STUDY A^•D REFINE- 
MENT. Since tfie VIays and f ieans Cg^mittee m^y v.'ell be s'/Wped in other 

UEGISUATIVE BUSINESS THIS WIMTER^ IT IS DOUBTFUL THAT ANY SIGMIFICW ACTION 
ON A NATIONAL HEALTH INSURANCE PL^uN WILL TAKE PUCE IN THE NEAR FUTURE. 

ALTflOUGH THE NBV VERSION OF THE AIMINISTP^ATIOn's PROPOSAL HAS NOT YET 
BEEN EXAf'lINED IN CoNGRESS, ITS OUTLlf^S ARE CLEAR, ThE PLAN IS DIVIDED 
INTO Tr/O SEGMENTS, A LARGER ONE., PAID FOR BY WORKERS AND BiPLOYERS TO- 
GET.MER^ mem AS THE STANDARD &-1PL0YER ?LAN, V/OULD COVEP. ESTIMATED 
3'-') MILLION FAULIES AND AN UNDETERMINED rii!;'3ER OF S''NGLE INDIVIDUALS 
A.ND CHILDLESG COUPLES, ThE Si'^ALLER S1E3IDI7:ED PLAN, CALLED THE GoVERNMEf^n" 

Assurance ProgrA'I, v;oulj) aid the poor A'D persons with unusually high 
health risks. [ iedicare vvoulu continue to cover the elderly the tv.'o 
nevi plans v.uuij) opepafe 'niRoiJGH conve:,tional insurance channels. Blue 
Cross, Blue Shieud, or other commercial cc;'*.?anies. Benefits in both 

plans V;0ULD cover area; previously UNINS'JRED ~ PA(7-!ENTS FOR PRESCRIPTION 
DRUGS, MENTAL ILLNESS, SKILLED N'URSING, HOi'^z HEALTH CARE, AND SOME DENTAL 
SERVICES, 

fWiY OF TNS year's CHANGES IN T-IE PLAN VNLL f"AKE IT KO.RE ATTRACTIVE 
TO ITS FORiNER CRITICS. i'ORE FEDERAL FUNDING IS EXPECTED, COVERAGE HAS 
KEEN BROADEflQ) BEYOND TME OR^IGI-NAL FANLY PLAN TO INCLUDE SINGLE INDIVIDUALS 
AND COUPLES, CERTAIN OUALiTY -i^dinELINCS NV/E BEEN-ADDED TO THE GOVERNMENT- 
SNjSiniZcD PROGRAM FOR TNE POOR, AND !:" ' NAG 'mp TO TIGiiTEN COST CONTROLS. 

iiOl'EVER, THE llHITE Ib'JSE HAS NOT C~~ICIALLY AiNOUNCE]) THESE CilANGES, 
SO it's DIFFICULT TO TELL FOR CERTAIN V\ RTiSE PRELIMINARY STAGES V,HETHER 
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GR NOT THE PLA"i WILL BE A VJ0RKA3LE ONE. ItS t'AVA ADVANTAGE, IN MY VIB7^ 
IS Tr!AT IT ATTEf'iPTS TO lAU'ACU TME FEDERAL COVER;' Ii''£NT IflTO 1\\E AREA OF 
t-IEALTH IMSURA'ICE VA A LIMITED V/AY liiSTE'^D OF Bfi.E/sKIMG HEADLOMG INTO THE 
INSUR-A'ICE FIEUD V/ITH A^J AiJ_-Oirr Ca'iPJLSORY NATlblAL H'EALTii INSURANCE 
PROGRAM. SqiE OF TrlE f-WRE FAR-RE/^CMING PL/m'IS V,mClI ARE flOVJ BEING AIRED IN 
. COMGRESS SHOW VHAT I CONSIDER TO BE LACK OF CAUTION IN. TrIE EXTRH-IE FOR THEY 
PROPOSE TO CHARGE IMTO TliE AU-'.OST UNEXPLORED FIELD OF l-l&^LT]-l INSURA^;CE 
'WITH QUICK SOLUTIONS hHICH EVEN THE f iOST RESPECTED H-EALTH EXPERTS HAVE NOT 
BEEN /^J3LE TO REACH AGREBENT UPON, 

rLTHOUGhl I fVWE CAUTIONED TONIGHT AGAINST HASTY ACTION, I VWULD LIKE 
IN THIS INSTANCE (iN THE CASE. OF N'ATIONALHEALTH INSURANCE) TO QUALIFY fTt' 
APPROVAL OF Ti-iE CURP.ENT ''''gO-SLOVI" A?P;<0A:H "lO WEflim CARE LEGISWTION. 
vSoNE OF THE RECENT DELAY SI:-:?LY CANNOT BE JUSTIFIED, In fWlY IMST/V-ICES^ 
IT HAS REFLECTED A UCK OF ADEQUATE CQNCf:R'i FOR THE NATION'S HEALTtI CaVRE 
TEEDS. I FEj\R THAT HEALTH il^Y BE SLIPPING TO THE BOTTOM RUNGS OF THE 
PRIOP.ir.' L^DDEFL- AS ENERGY PROBLBo, TRADE LEG! S'_JvTICN, DCiiFSTIC B'ENTS^ 
AND INTERNATIONAL TiJR'lOIL CLIMB TO TiNE TOP. 

For THIS REASON I WOULD URGE THAT Ti'E NATIONAL PiEALTH INSU,RAf-!CE PLA?'] 
STILL BEING REV.'ON.S.FjO BY TliE AI^iMIiNf STRATI ON BE PRESSED TO COMPLETION A;1D 
PivT-lFTL/ CCNSIDEREiO IN CoilGREGS. '.iE f'^JST i'OVE FOR'-'/ARD NOW TO FINALLY 
REORGANIZE OlR H.EALTH CARE SECTOR V.'< A REASONABLE FASHION, It IS iNY 
0rnNI0:N TIAT A LIMITED FORM OF liATION.AL, NE"\LTH IN'SURyViCE WILL PU\Y A 
VITAL ROLE liV TllIS NECESSA'^Y PR.0CE3S, 

The GOA.L 0- comprfnensive health care for ALL Americans is pressing 

• AND URGENT. IT DESERVES OUR SERIOUS /VFTENTiON AND CONCERN. HoWEVER^ I 

v:oi;.n like to stress once r:oRE the need for a cautious and balanced approach 

O :C.R TH^ FOIU; OUR ATT^-NTIO:] TAi'ES — UASiT RESPNNOE OR GRADUAL IMPLEi'.ENTATION 
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IS riOT ONLY OF INTRINSIC IMPORTANCE, BUT COUUD WELL DETEPJ-IINE WETHER THE 
GOAL ITSELF IS EVER REACHED. ThE CAREFUL PU\^JNING OF A NATIO^JAL HEALTH 
CARE POLICY IS INDEED THE ONLY WAY TO GUARAm-EE r£VERY A'CRICAN's "rIGKT 
TO HEALTH." 
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